ABSTRACT
and income elasticity's explain many factual and policy phenomena like impact of income growth, trade liberalization and other variables change in foreign trade. Many studies such as Tang (2002; 2004) and Moazzami and Wong (1988) examined impacts of currency depreciation on import demand and export supply. Various scholars in Pakistan investigated the aggregate import demand function with different model specified; Baluch and Bukhari (2012) investigated imports' elasticity regarding income and relative prices. Rashid and Razzaq (2010) used the foreign exchange in reserve in import demand function in addition of income and relative prices. Sarmad and Mahmood (1987) estimated disaggregated import demand function of various commodities.
The models behind the majority of the estimated function of import demand is derived from conventional theory of price, according to which real impetus is inverse functional relative price levels. The non-price variables result in shifting of import demand, such as income level and other macroeconomic variables. The appropriate econometric methodology and variables for model estimation and position of the demand curve of import has been a topic of great debate among researchers. Many in use to signify real domestic income as germane variable, nevertheless many research articles used alternate variables (Sarmad and Mahmood, 1987) . Giovannetti (1989) considered export; final spending like consumption and investment, as each of these components has different impacts on imports. GDP minus exports have been used by Senhadji (1998) instead of GDP alone, whereas Xu (2002) considered national cash flow as most appropriate variable.
In this study, we attempt to determine the impacts of various macroeconomics variables on aggregate import.
The endeavor of this work is to observe changes in the relative effect of macroeconomic variables on import for policy purpose. ARDL Bounds estimation technique is used to examine the relative long as well as the short run impact of various macroeconomic variables, including Final Consumption Expenditure (FCE), Investment Expenditure (IE), Government Consumption Expenditure (GCE), Exports (EX), Foreign Direct Investment (FDI), Exchange Rate (EXR) in the estimation model proposed by Fukumoto (2012) in his estimation of aggregated import function.
The study is synchronized in the following pattern. 
REVIEW OF LITERATURE
This section will provide import demand functions determined globally and locally
Global Studies
Clarida (1991) developed a structural econometric equation using rational expectations of the permanent income model. He used quarterly data of 1967 quarter 1 to 1990 quarter 2 for estimation of import demand for nonperishable trade goods, by employing Engle and Granger Causality estimation technique. The result shows that all variables are co-integrated with each other with highly significant level with expected signs. Reinhart (1995) investigates separate regression equation for demand of import as well as export for twelve developing nations from the African region. He employed Engle and Granger Causality test on time series data span from 1970 to 1992. The outcomes establish that elasticity of income as well as price is significant with expected signs for the entire twelve nations. Carporale and Chui (1999) explored elasticity income as well as the price of the trade using the model of cointegration for twenty one countries for the period of 1960-1992. ARDL and DOLS estimation techniques employed conforms existence of co-integration. The result shows that fast growing economies have lower income elasticity's for imports with higher income elasticity's of exports. Rijal et al. (2000) estimated aggregate function of import demand in Nepal, employing Johansen-Juselius multivariate cointegration estimation approach on time series data of1968-1997. They aim to determine sensitiveness of aggregate demand of import to prices of import, domestic price as well as real GDP. The estimation results show that the aggregate import demand of Nepal is inflexible concerning own as well as cross price in both short and long run. like Maximum Likelihood Co-integration and Dynamic OLS estimation technique is employed to estimate long run import demand while short run import demand dynamics is observed using impulse response function based on VAR analysis. The empirical results of this study depict significant impact of relative price and income while the impulse response function showed the significant short run effect of temporary shock. Kalyoncu (2006) examine the aggregate function of import demand for Turkey employing monthly data about 1994-2003. Johansen cointegration and ECM is employed to determine long-term and short-term relationship among real imports, the relative price of imports and real GDP. Econometric results conforms sensitivity of imports to change in relative import price. Price elasticity is found to be greater than the income elasticity of import demand. Fukumoto (2012) estimates long as well as short run elasticity's of disaggregated import demand of China with relative imports' prices and germane variables. ARDL cointegration approach employing Bound test is employed to examine the existence of cointegration using annual time series data of [1988] [1989] [1990] [1991] [1992] [1993] [1994] [1995] [1996] [1997] [1998] [1999] [2000] [2001] [2002] [2003] [2004] [2005] . Results show cointegration between capital goods' import and both aggregate investment as well as GDP. Intermediate goods' import is determined to have a long term association with export whereas consumption goods' imports have a long term association with disposable income as well as GDP. Sarmad and Mahmood (1987) examined demand elasticity of relative prices and those of activity variable, for selected imports at different level of aggregation. Cross-sectional data of 1969-1970 and 1983-84 analyzed using the OLS estimation technique. The result of this study shows that relative price elasticity's adjusted for tariffs are smaller and different from those estimated for developing countries where as elasticity's with respect to an activity variable are high which reflect the outward orientation of the economy. The above reviews of literature help us in determining the variables, model specification, and estimation technique. After reviewing the literature related to Pakistan we can say that there is a research gap that is filled by this study.
Local Studies

MODEL SPECIFICATION, ESTIMATION TECHNIQUE AND DATA SOURCES
This paper employs ARDL bounds estimation technique formulated by Pesaran et al. (2001) employing time series data for the period of 1991-2008. This estimation technique examines level relationship among variables, under Conditional modeling technique modeling technique on the basis of VAR (n). Proper Transformation of VAR
(n) models yield Conditional error correction model (ECM), which is also obtained from ARDL bounds testing of regressors with different lag length 2 . The ECM uses to decide the existence of stable relationship among variables through the computation of the significance of Lagged variable using F-Statistics.
We employ ARDL bounds testing procedure of co-integration for determination of Import demand function due to following two advantages over traditional co-integration models like Johansen Juselius and Eangle & Granger. 1-Bounds test does not require I(1) order integration of all underlying variables 3 , which reduce pretest uncertainty problems for determination of order of integration. 2-This technique can be employed to even a small number of observations, whereas conventional methods suffer from small sample bias 4 .
The estimation of Bounds testing is done in two levels. 1-Investigation of existence of cointegration among all variables. 2-Estimation of Long as well as Short term estimated coefficients, employing Autoregressive Distributed Lag model.
Variables
The variables that are used in this study is Final Consumption Expenditure (FCE), Investment Expenditure (IE), Government Consumption Expenditure (GCE), Exports (EX), Foreign Direct Investment (FDI), Exchange Rate (EXR) and Imports (IM). 
Where ∆ is difference operators, the equation (4) includes unrestricted intercepts which are independent of intercept requirements. The maximum lag length of each variable is taken on the ground of Schwarz Bayesian
Criterion. The null hypothesis of no cointegration is
is examined versus the alternate hypothesis of cointegration 
ESTIMATION AND EMPIRICAL RESULTS
The empirical estimations are as follows: 
Empiric Outcomes and Entailments
After the ARDL bounds analysis demonstrates the existence of the cointegration association between imports and the supposed independent variables, it's time to move on to the next step of the ARDL bounds analysis, which is to calculate equation employing ARDL specification to obtain the long as well as short run estimated coefficients.
Lag selection is based on Schwarz Bayesian Criterion where n, p, r represents the lag order selection of imports and supposed independent variables correspondingly. The long-run coefficients through ARDL bounds testing approach is derived first and then estimates the restricted Error Correction Model from employing an ARDL bounds testing approach. In accordance with the review of past literature, it is supposed long as well as short run expected coefficients of independent variables are significant.
The above estimated model clears the entire analytical tests, for instance serial correlation, functional form, normality and homoskedasticity. In Table 2 , the term ECM(-1) symbolizes Error Correction Term and signify the short-run correction processes for the long-term stability path. If it lies in between 0 and -1, it signifies that the adjustment of imports in the present period t is equal to a portion of the earlier period's error. A bigger ECM (-1) intends a faster adjustment speed toward stability path. For table no. 3, 72.47 percent of disequilibrium in the present time will be corrected in the next time period.
The estimated coefficients of exogenous variables show the estimated signs and are statistically significant. The relevant exogenous variables have substantial outcomes in both the long as well as short term.
CONCLUSION AND POLICY IMPLICATIONS
This study estimates the long and short run coefficients of Pakistan's import demand regarding the imports and relevant macroeconomic variables employing data span from 1973-2013. Employing data provided by the State
